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Washington Report
April 9, 1973
Volume I, Issue 14

AGRICULTURE, DEPARTMENT OF
The REA loan program has cleared the House on a vote
of 317- 92.
The Senate version (S.394) was then
substituted for the House measure, but on request
for amendments to it, a conference with the Senate
was ordered.
Under the loan program, audits by independent
accountants are required and "generally accepted
accounting principles" must be applied by borrowers
under the provisions of the law.
CONSUMER PROTECTION AGENCY

("CPA")

"CPA" legislative hearings in the Senate will conclude
this week with one day of hearings scheduled.
The
two subcommittees are expected to spend some time
working on a revision and the report will probably
be filed sometime after the Easter recess.
Rep. Thornton (D-Ark.), has introduced a
bill (HR 6280) which would create an-"Office of
Consumer Protection" (OCP) which would be part
of a consumer council, independent of any of the
executive departments.
It would have authority
to obtain judicial review.
This option is some
where between the Ribicoff-Percy "CPA" and the
Allen proposal for an independent agency which
would have a more limited non-adversary, "friendof-the-court" role.
COST OF LIVING COUNCIL
The House Banking Committee last week approved the
Patman measure (HR 6168) to amend and extend the
Economic Stabilization Act of 1970.
The committeecleared bill would provide for a rollback of all
prices, rents and interest rates to the level of
1/10/73, the last day of Phase II.
Food prices
are included.
It would give the GAO added authority
to oversee the program and report to the Congress.
It also provides, as does the Senate version (S.398),
for the reporting by corporations of price increase
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data, and previously restricted corporate profit
information.
Meanwhile, a Senate Subcommittee on Production
and Stabilization has commenced oversight hearings
on food prices and availability.
Small firm spotchecks have been initiated by the IRS.
More than 1,000 companies are being checked to
determine if they complied with profit-margin require
ments during Phase II.
The checks are being made at the CLC's request
and involve Tier III (below $50 million in sales)
companies.
As part of the program, the CLC gave all
companies in the category 30 days to notify IRS of
any violations and to submit a plan of voluntary
refunding, or, in the alternative, face fines three
times any excesses discovered.
"Phase II matters" are covered in a recent modification
to the CLC regulations (4/4/73 Fed. R e g , at p.8588).
The amendments affect the orderly transfer of certain
items from Phase II to III.
Certain requirements for Tier III firms are set
forth in the amendment.
Temporary Ceiling Prices for Meat amendments to the CLC
regulations appeared in the 4/3/73 Fed. R e g . at p .8505.
An Executive Compensation Audit recently completed for the
CLC showed apparent compliance for the majority of
corporate executives checked; however, on close
questioning, Dr. Dunlop, Chairman of the CLC refused
to give specific details on the incidents of
violations, stating only that follow-up investigations
were continuing.
FEDERAL PROCUREMENT AGENCY
Legislative hearings on government procurement policies
and procedures have been tentatively scheduled for July
by the House Government Operations Committee.
Chairman
Holifield (D-Calif.) has indicated that since the
report of the Commission on Federal Procurement has
been released, he expects several major changes to occur
in the federal procurement system.
One of the Commission's recommendations would
create a single "Procurement Agency" responsible
for all regulatory matters pertaining to govern
ment-wide procurement.
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GENERAL ACCOUNTING OFFICE
The GAO Report entitled "Need for More Effective Audit
Activities" (B-130515 of 4/4/73) has recently been
released.
Its formal release was preceded by
several news stories appearing in Human Events
magazine and the Washington Star-News.
The report is critical of the audit work
performed by public accountants of various 0E0
projects, primarily, the Community Action Agency
(CAA’s) grants.
A letter from Tom Hanley to the
Comptroller General’s office commenting on the
report’s findings is included in the report.
The matter has been picked up in Congress.
Rep. Blackburn (R-Ga.) had the Human Events
article reprinted in the 3/29 Co n g . Record and
Rep. Rousselot (R-Calif.) had the Star-News article
placed in the 4/4 and 4/5 editions of the Record.
Copies of this report are available from the
GAO's Report Section, 441 G Street, N.W. Washington,
D.C.
20548.
There is a charge of $1.00 per copy.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
HMO legislation is being discussed in both the House
and Senate at the present time.
In the Senate,
Senator Dominick (R-Colo.) has urged Senator
Kennedy (D-Mass) to cut back on his $2.6 billion
health care delivery program, indicating the mea
sure faces certain veto unless scaled down.
Hearings in the House have concluded and a
report by the full committee should be issued
shortly.
The key measure (HR 51) introduced by
Rep. Rogers (D-Fl a .), Chairman of the Health Sub
committee, calls for $345 million in program testing,
a substantially lower figure than the Senate measure,
but still nearly $300 million more than the Adminis
tration wants to spend.
Decentralization plans with the Department have been
announced, in accordance with the Administration’s
policy to provide more assistance to state and
local governments.
A new office of grants and contracts administration
has been created as part of the new reorganization.
There has been no official announcement on who will
head this new office.

-4A Summary of the Social Security Amendments and Legislative
History has been prepared by the Social Security
Administration.
The report traces the details,
going as far back to 1969, and progresses through
the various phases of the major provisions which
eventually became part of HR 1 (P. L. 92-603).
The article, prepared by former Commissioner
Robert M. Ball, appears in the March issue of the
Social Security Administration’s Bulletin.

LABOR, DEPARTMENT OF
Pensions reform legislation in the Senate has started
into its next major phase.
The Labor and Welfare
Committee completed work on S.4 (the Williams-Javits
bill), approved it, and it has been ordered reported
to the Full Senate.
The bill should be referred to the Senate
Finance Committee for additional study and some
modifications.
In the House, the Pension Task Force
continues hearings in St. Louis, Detroit, Seattle
and San Francisco.
To date, the Administration
has not submitted any substantive proposal on
pension reform.
The Department did release the interim
report on the Pension Termination Study.
Copies of that report are available through
the Department’s Office of Information, Washington,
D.C.
20210.
SECURITIES AND EXCHANGE COMMISSION
Securities regulation legislative hearings have been
tentatively scheduled for May by Rep. Moss (D-Calif.)
before the House Subcommittee on Commerce and Finance
which he chairs.
Under consideration are two bills,
HR 5050 which Chairman Moss introduced, and an
earlier bill (HR 340) introduced by Rep. Broyhill
(D-N.C.) on authorizations for the SEC for FY 74,
75 and 76.
The "White Paper” on the Structure of the Central Market
Plan has been released by the Commission. It is
intended to provide direction to the development of
the structure and regulatory framework within which
a central market system would operate.
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the Commission’s public reference room as well as
SEC regional offices throughout the country.
Surprise Audit Rule Revision has been tentatively
agreed to by the Commission in behalf of the NYSE.
As planned, the Exchange would abandon the tradi
tional practice of mandatory surprise audits of
member firms.
This will bring the New York Stock Exchange
in line with the procedures followed by the other
exchanges.
A "federal audit corps" to provide inspection of assets
and activities of registered companies was suggested,
but quickly rejected as the news spread of the SEC
investigation of the massive fraud allegedly
perpetrated by Equity Funding Corporation of America.
In a late development, the federal court
has requested Touche Ross and Company to conduct
a detailed audit of the firm’s transactions.
SMALL BUSINESS ADMINISTRATION
New source financing for minority enterprise legislation
has been introduced by Senator Buckley (R-NY), a
member of the Select Committee on Small Business.
The bill (S.1415) would bring the S B A ’s authority
to enter into equity guaranteed agreements within
the overall limits on existing loans and guarantees
which is established pursuant to Section 7 of the
Small Business Investment Act of 1958.
The bill
would provide flexibility in financing as well
accomodate high risk equity investments.
TREASURY, DEPARTMENT OF
T ax

reform proposals continue to be offered to the House
Ways and Means Committee during the public testimony
portion of the hearings.
The Administration is ex
pected to testify before the Committee on 4/30/73.
Recent sessions have been devoted to taxation of
foreign income and tax deductions for pension plans.
Chairman Mills has indicated the panel will
turn to trade hearings before reporting tax
legislation.

--The Financial System Overhaul proposal has been delayed,
it has been announced by Under Secretary James Smith.
The general draft of the plan to restructure the
U.S. financial system, recommended by the Hunt
Commission, will be available in early April in
order that comments can be received prior to
completing draft legislation.
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changes to put commercial banks, savings and loan
associations and savings banks on the same footing,
tax credit for mortgage lending, and granting thrift
institutions limited authority to offer checking
accounts and credit cards.
NATIONAL ASSOCIATION OF MINORITY CPA FIRMS
Yvonne W, Gipson has been appointed Executive Director
of the Association succeeding Larry McLenney who
has resigned.
Mrs. Gipson was formerly the
assistant director of the Minority Schools Bio
medical Support Grant at Federal City College,
in Washington, D.C.
She has also been associated
with Roy Littlejohn Associates, Inc., and the
Washington Technical Institute.
C P A ’S IN THE NEWS
David Linowes has a feature article in the Winter
issue o f Business and Society Review on the
subject of "The Social Audit". Several professionals
were asked to comment on proposal, among them,
Mr. Burton, Chief Accountant for the SEC.
Harvey Kapnick's views on the auditor’s liability issue
appear in the 3/31/73 issue of Business W e e k .
Abraham Briloff has criticized the role of former
Treasury Secretary, Maurice Stans in the handling
of a $200,000 campaign contributions to the
Finance Committee to Re-elect the President from
financier Robert L. Vesco.
The remarks were part
of a speech delivered by Prof. Briloff in New Orleans
recently.
He has indicated he will request to have
the Institute investigate any possibility of un
ethical conduct.
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